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STATEMENT OF PURFPOSE AND JUSTIFICATION
OF
A BILL

‘To amend titles 10 and 14, United States Code, and the
Military Personnel and Civilian Employees' Clailms Act
of 1964, with respect to the settlement of claims
agalnst the United States by members of the uniformed
gservices and civillian officers and employees of the
United States for damage to, or loass of, personal
property incldent to their service, and for other
purposes, s

Puggose

To 1ncrease the present statutory administrative pay-
ment authority of the Secretary of Defense, the Secretaries
of the military departments, and the heads of all Government
agencies from $6,500 to $10,000, make this increased authority
retroactive to 1952 in a proper case, and repeal the annual
reporting requirement on the payment of claims settled.

History

The legislative history reveals that the first Military
Personnel Claims Act was enacted on April 9, 1816 (3 Stat.
261). That statute and reenactments. thereof limited the
type of claims and the classes of persons who were entitled
to the prescribed benefits. A payment made on such a claim
is 1n the nature of a gratulty and 1s sald to be ex gratia
rather than ex culpa, or by reason of Government causation.
‘Before 1964,  The armed forces and the Department of Defense
were the only agencles with authority to pay personnel
claims. This authority was orlginally enacted as the Milltary
Persormel Claims Act of 1945 (59 Stat. 225), Both the
House and Senate Commlttees on Claims, in reporting favorably
on the b1ll (H. R. 2068, 79th Cong.) which became law, '
stated that the primary purpose of the proposed legislation
was to provide a single, clear, definite, and workable
statute for the settlement of claims of military personnel
and clvilian employees of the War Department or of the Ammy
for the loss of their personal property incurred while in the
service and to repeal certain statutes which had been found
to be obsolete or unworkable and not appropriate to present
conditions gn. Rept. 237, 79th Cong., lst Sess. (1945), p. 1;
S. Rept. 276, 79th Cong., 1st Sess. (1945), p. 2; U.S. Cong.
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Serv. 1945, p. 715). That Act authorized the settlement and

payment of claims without any monetary limitation.“ However,

1t required that the property be determined to be reasonable,"

useful, necessary, or proper under the attending circumstances",
| It was later made applicable to the Navy, Marine Corps, Coast

Guard, and Air Force (59 Stat. 662; 60 Stat. 56; 61 Stat. 508).

In 19&9, Coast Guard claims authorlity was incorporated in a

separate statute that paralleled the language of the basic

law (14 U.S8.C, 490),

' Amendments to the basic Millitary Personnel Claims Act
of 1945 were proposed in 1952 to cover the claims of certain
clvilian employees of the Department of Defense who were not
covered by that law, as well as the claims of certain sur-
vivors of all personnel covered, and to extend from one to two
years the period during which a claim must be presented. These
amendments were contained in the Act of July 3, 1952, ch, 548

66 Stat, 321 » and the Act of August 23, 1958, Pub, L. 85-738

72 Stat, 2), as to those applicable to the Coast Guard

14 u,.s.cC. 905;. However, during consideration of the 1952
legislative proposal (H, R, 404, 824 Cong., 2d Sess,) on the
floor of the Senate, 1t was amended to include a maximum
monetary payment limitation of $2,500 (98 Cong. Rec., 7797).

the maximum administrative amount authorized by law, However,
this preferential treatment to some individuals was not avail-
able to others similarly situated since their meritorlious
claims were not sponsored as private claim bilils, “Accordingly,
on Januvary 3, 1955, the Department of Defense, by executive
communication, recommended to the Congress that the maximum
limitation be removed from the statute., That proposal was
introduced as H. R. 3996, 8i4th Congress, which passed the
House of Representatives, The Senate amended the bill to
provide for a $4,000 maximum payment limit or celling (S. Rept.
1598, 84th Cong., 2d Sess. {1956); 2 v.s, Cong, & Admr, News
1956, p. 2716), 1In conference, agreement was reached on a
limitation of $6,500. This change in the maximum amount is
contained in the Act of June 7, 1956, ch. 376 (70 Stat, 255),
The statutory celling of $6,500 for claims pald under the

%ﬁlitary Personnel Claims Act of 1945 has not changed since
en. |

The Military Personnel and Clvilian Employees'! Claims
Act of 1964 (78 Stat, 767), which was enacted by the 88th
Congress, extended the coverage of claims statutes to in-
¢lude civilian officers and employees of all Government
agencies, as defined in that Act, but retalned the $6,500
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limitation. It also consolidated and reenacted the statutes
permitting the payment of claims of members of the armed
forces and civilian officers and employees of the mllitary
departments and the Department of Defense. The purpose of
this statute was not to alter the preexisting subatantive
law but merely to extend its coverage to include all Govern-
ment offlcers and employees (S. Rept. 1423, 88th Cong., 2d
Sess, (1964)), | |

Justification

“Although a large number of the c¢laims presented under
these laws can be settled by the payment of no more than a
few hundred dollars, less than 1 percent of the clailmants .
who have suffered excessive loss or damage cannot be fully
reimbursed for the loss of all or most of their worldly
posseasions, Catastrophic losses of this type usually
occur durlng permanent change of station (PCS) movements
when household goods and effects ave being transported by
Government contract carriers or located in nontemporary or
in-transit storage, as authorized by law., For example, a
vessel 1s wrecked, flooding the cargo hold; a moving van
is wrecked in an accldent; or a warehouse 1is destroyed by
fire or flood. In all of these cases the carrier or ware-
houseman's liabllity is specifically limited by the
Government contract which takes advantage of the lowest
bossible rate for the transportation or storage of household
goods, These costs would be prohibitive if complete lis-
bllity was assumed by the carrier or warehousemsan, as in
the case of ordinary commercial shlpments and storage.
(See section 22 of the Interstate Commerce Act éh U.S.C. 22);
ICC Ex Parte No, MC 19 ruling; 38 Comp. Gen. 76 .?

Other catastrophic losses occur in quarters assigned or
otherwlse provided by the Government, when private property
1s destroyed by typhoons, hurricanes, fires, military alr-
craft crashes, or similar disasters,

Military department claims experience indicates that
poasession of personal property by 1ts personnel is regsonable,
useful, or proper under most circumstances., However, the
falr market value of the property lost or destroyed some-
times exceeds the $6,500 1limitation contained in the current
law, which nonreimbursable loss imposes the greatest hard-
ship on those members of the milltary service who are
least able to bear the burden. Service efficiency and morale
would be serlously affected and the retention of essential
trained personnel would be greatly hampered if its personnel
and their famllies are required to lead an austere life with-
out scme of the normal conveniences and comforts of the
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average home in the United States. Purthermore, the costs
of household goods and other personal effects have ateadlly
risen since World War II because of rising costs in material
and labor. _

It follows that since the Government has accepted
"resgponsibllity for the transportation and storage of house-
hold goods and personal effects of military department
personnel and responsibility for the loss or damage for
thelr property incldent to service, a limitation of the
monetary payment amount, such as the $6,500 limitation, is
unduly restrictive. No payment can be made until it is
determined that possession of the property is reasgonable,
useful, or proper under the circumstances and the loss is
otherwise covered under the statute. As a safeguard in
this area, the military departments have developed a unlform
Depreclation Allowance List that 1is used as a gulde in ad-
Judlcating these claims, in addition to appraisals and
visual inspections of the property, as warranted. Under
this policy, a reasonable depreclation 13 normally made
of most items of personal property. In depreciating an
item, the type of article involved, cost, length of time
in use, condition when lost, as well as other factors, are
taken into consideration., Items of personal property
usually fall within one of three categorles and are de-
preclated accordingly. The first category ls composed of
those 1items which have a relatively slow rate of deprecilation
such as metal, wood, or glass, The second category consiste
of ltems which have a moderate rate.of depreclation such as
fountain pens, pencils, radlos, books, and leather goods.
The third category covers ltems which depreciate rapidly
and is composed of materials which deteriorate quickly,
guch as cloth, paper, or articles affected by changes in
fashion, PFurthermore, when 1t 1ls determined that an item
was bought for an exorbitant price, 1t is military depart-
ment pollcy to allow an amount for which a reasgonable sub-
stitute article could have been purchased, and to depreclate
accordingly. In addition, the policy sets a maximum amount
allowable on some categoriea of iltems such as photographic
equipment, paintings, major applilances, and silverware,

The authorized Allowance List is under contlnuous study
and is changed when warranted by facts and circumstances
that affect the values of 1tems listed after consultation
with civilian and Government agencles that are experilenced
in the useful life of depreciable property. The fairness of
this list has been recognized by the Congress since the
amounts recommended by the military departments for awards
in private claim bills have generally been accepted (Private
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Laws 83-319 (68 stat. A33), 87-199 (75 stat. 920), ard
87-303 (76 Stat. 1270)). ,
. Catastrophic losses are at present the exceptlon rather
than the rule, HHowever, there have been a number of recent
typhoons and warehouse fires wnich totally destroyed all of

the househcld goods of a nuater of servicemen., Under the
applicable law, some of these personnel can be only partly
reimbursed for thelr los3es. This incomplete paymerd has an
adverse effect on service morale and hag resulted in additional
private claim bills to compensate those persons who have
auffered excessive loss oI damage.

Since a monetary limitation was included in the 1952 and
1956 amendments to the Military Personnel Claims Act of 1945,
the military departments have either not opposed prlvate
claim bills for the merltorious talance due claimants after
payment of the $6,500 maximum under this general legilslatlon,
or they have actively sponsored such bills to compensate those -
persons, However, slnce the 1956 amendment, the Congress has
enacted only two ©of these bills (Private Laws 87-199 (75 Stat. =
920) and 87-303 (76 Stat. 1270), although the military depart-
ments consider other clalm »l1ls to be as meriterious as those
given preferential treatment. Actlon on these bills indicates,
however, that the Congress pelieves that servicemen should
carry private Insurance on +helr own property. The basis for
equitable relief to the above-mentionad claimants wss the fact
that they did not request or anticipate the transportation of
their property, and did not have the opportunity to insure
their property agalnat damage in transit or storage as they
might otherwise have (s. Rept. 891, 8Tth Cong., lst Sess.
(1861) on H. R. 3606; Private Law 87-199 (75 Stat. 920)).

It appears unreasonable to make military department per-
sonnel assume all or a part of a statutory obligation of the
United States by requiring them to obtain private lnsurance
at. their own expense to cover losses of property incldent to.
the hazards of their military service, Nevertheless, the
military departments have attempted to conform with Con regsional
policy by furnishing individual instructione (pamphlets) to
their personnel and dependents in transportation cases and
generally counsellng them to obtain insurance at least on

- ~ items of extraordinary value. Furthermore, pursuant to
military department regulations, the amounts recovered or
recoverable from an insurer, carrier, or warehouseman are
deducted from the amount otharwise payable to a claimant by
the department concerned, Asslgnments of a claimant's rights

are obtained and when warranted by the facts and applicable
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law, appropriate éction 1s taken to obtaln recovery of
the‘amount owed by the insurer or contractor,

Many military department personnel, who can afford to
pay for private insurance coverage, obtain transportation,
-fire, and other types of insurance. However, the type of
insurance available 1n transportation cases 1s not always
the best since cheap trip transit policies offer very little,
if any, protection. Also, in partial insurance coverage
cases, some personnel have discovered that they were self.
Insurers of a part of thelr loss in total loas cases under
the terms of thelr insurance policy. PFull insurance coverage
of the "floater” type (portal.to portal)} or full insurance
on certain large and valuable ltems 1s very expensive and
1s actually beyond the means of low rank personnel. Also,
1t is not avallable during movements to some overseas areas.
The amounts expended each year by military department per-
sonnel to purchase persconal insurance 3s indeterminable but
the clalms processed reveal that it amounts to many thousands
of dollars annually. It therefore is apparent that the cost
of such insurance results in an unwarranted reduction in pay
when 1t 1s privately obtalned by personnel to prevent an
even greater out-of-pocket loss in case their property is
destroyed in an accident or other disastrous event and its
value exceeds the statutory payment limit of $6,500,

The proposed leglslation is designed +to eliminate this
lnequity to personnal who suffer the loss of all or most of
thelr property without fault or neglect on their part. The
statutory payment limitatlon 1s not appropriate to present
conditions since the burden of the loss 1s placed on those
who can least afford to suffer the uncompensated loss of
; .part of thelr life possessions in disastrous accldents or
! . 1ncidents related to military contracts and duty assignments
* in whilch they have little or no cholce. This proposal would

not constitute a departure from the statutory pattern which
has been established in this area, On the contrary, the
proposed revision would bring the monetary limitatlon more
nearly into conformity with existing Pederal laws relating to
claims for damage caused by the United States, which
elther authorize tull payment or referral of the claim or
the unpaid balance to the Congress (10 U,S.C, 2733, 2734,

- 4802, 7622, 9802). : |

In contradistinction to this statutory payment limitation,
the Congress annually authorizes the transportation, packing,
crating, temporary storage, drayage, and unpacking of house-
hold goods and personal effects of Defense Department per=
sonnel not in excess of 11,000 pounds in any one shipment
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(section 515, Pub. L., 88-446 (78 Stat. 477). DOD Joint
Travel Regulatlons further restrict the overseas trans-
portation of personal property, in accordance with the
grade and rank of the personnel involved in the movement.
This has accounted for the rise in warehouse losses in the
Unlted States since the major portion of a serviceman's

- property 1s stored in the United States while he 18 overw
geas, and the more stored the greater the chance of total
loss, '

- Enactment would also be 1n lline with declslons in cases
which favor employees when attempts have been made to make
them assume the Government's obligations for torts commltted
in the performance of duty by attempting to make the employee
indemnify the Unlted States for judgments or payments made in
settlement of third party claims (U.,S. v, Gllman, 347 U.S.
507, T4 S. Ct. 695; 40 Op. Atty. Cen, 38).

Enactment of this legislative proposal would be just and
proper under the facts and circumstances outlined, It would
also lmprove morale and efflclency by more adequately covering .
catastrophic losses and obvlate the necessity for the pur- '
chase of private insurance by personnel covered under these
laws, An increase in the maximum limlitation of $6,500 to
$10,000 would permit the administrative settlement of about
99 percent of the ¢laims presented. It also would relieve
the Congress of the burden of conslidering many private claim
bills that are now sponsored because the payment limitation
1is not based on current equities and property values,

Thls leglslative proposal would be retroactive to July 2,
1952, the date on which the first monetary limitation was im-
posed, The 1956 amendment was given simlilar retroactive

- effect (Pub. L. 571, 84th Cong. (70 Stat. 255)). It would
not permit the presentation of clalms barred by the two-year
statute of limitations., It would only authorize the re-
conslderation of certaln meritorlous clalms heretofore pre-

-sented, settled, and paid in the amount of $6,500, for
which the clailmant has not been reimbursed for the remaining
part of his dlsastrous loss, It is considered equitable to
provide for the reconsideration of claims settled and paid
in the statutory amount of $6,500 when the clalmant's loss
was greater than the payment, and he requests reconsideration,
a8 proposed, To accomplish this, section 2735 of title 10,
Unlted States Code, and section E of the Military Personnel
and Civilian Employees' Claims Act of 1964, must be temporarily
suspended with respect to such claims, as provided in section
4 of the leglslative proposal.’
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The repeal of section 27?2(f) of title 10, United
States Code, and section 3(e) of the Military Personnel
and Civillan Employees' Claims Act of 1964, requiring
annual reports of the adminlstrative settlement and
payment of claims by the Secretary of Defense, the
Secretaries of the military departments, and the heads

of all Government agenciles is included in the interest

of economy., Based upon experlence wlthin the Department
of Defense, the accumulation of statlstics and preparatlon
of reports has proved to be an expensive operation, How-
ever, 1f the Congress should deslre a report at any time
it could be furnished upon request, The fact that, prilor
to the enactment of the 1964 Act, comparable leglslation
which gave the Coast Guard authority to pay claims of this’
type, 14 U.S.C. 490, did not contain a requirement for
making these reports indlcates the lack of necessity for
them. There are also several othar clalims statutes that
do not contain reporting requirements, such as sections
2733, 2734, and 2736 of title 10, United States Code, and
others for which reporting provisions have been repealed
(Act of June 29, 1960, Pub. L. 86-533 (T4 Stat.EhS%).
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